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SUMMARY  AND  CONCLUSIONS 


The  year  1945-46  was  one  of  increased  activity  and  greater  volume  of  busi- 
ness for  the  Illinois  frozen  food  locker  cooperatives.     Several  new  asso- 
ciations were  organized  during  the  year  and  new  plants  were  constructed. 

Briefly,   the  highlights  of  this  study  are: 

1.  Total  assets  of  the  32  associations  covered  by  the  study  amounted  to 
over  $1,800,000.     Investment  in  fixed  assets  was  over  $1,400,000.  Net 
worth  of  the  associations  totaled  approximately  $1,120,000,  of  which 

86  percent  is  made  up  of  capital  stock  and  14  percent  of  retained  net 
savings.     Total  assets  per  association  increased  approximately  30  percent 
over  last  year.     The  investment  in  fixed  assets  for  the  71  plants  is  ap- 
proximately $48.60  per  locker. 

2.  Revenue  averaged  $26,219  per  association  or  $25.66  per  locker  rented. 
This  represented  an  increase  of  $2.57  per  locker  over  the  previous  year. 
Forty-seven  percent  of  revenue  was  derived  from  locker  rentals;  31  percent 
from  cutting,  wrapping,  freezing,  and  grinding;  15  percent  from  additional 
processing  services  such  as  slaughtering,  curing,  smoking,  lard  rendering, 
poultry  processing,  and  fruit  and  vegetable  processing;  and  7  percent  from 
sales,  grading,  storage,  and  other  sources. 

3.  Expenses  averaged  $23,495  per  association  or  $22.99  per  locker  rented. 
Labor,  utilities,  and  depreciation  are  the  three  major  expense  items  in 
locker-plant  operation  -  amounting  to  almost  three-fourths  of  all  expenses. 
The  cost  of  labor  and  management  accounted  for  50  percent  of  all  expenses 
and  amounted  to  45  percent  of  total  revenue. 

4.  Net  savings  averaged  $2,724  per  association  or  $2.67  per  locker 
rented.     This  represents  an  increase  of  approximately  30  percent  per 
locker  rented,  over  the  previous  year.     In  general,  the  larger  net  savings 
resulted  from  greater  volume  of  product  processed,  addition  of  new  pro- 
cessing services,   and  increased  efficiency  of  labor  and  management.  Net 
savings  before  payment  of  income  tax  and  interest  averaged  10  percent  of 
the  original  cost  of  fixed  assets  as  compared  with  7.9  percent  in  1945. 

Associations  operating  large  single  plants  or  a  central  processing  plant 
with  branches  had  greater  earnings  than  the  average  single-locker— plant 
association.     This  appears  to  indicate  a  need  for  either  centralized 
processing  departments,  or,  if  each  plant  is  to  remain  a  complete  plant, 
of  enlarging  the  size  of  the  plants  so  that  greater  efficiency  can  be 
obtained  through  the  handling  of  larger  volume. 

5.  Meat  and  poultry  processed  amounted  to  6,955  tons  and  averaged  425 
pounds  per  locker  rented.     For  the  preceding  year  the  average  per  locker 
rented  was  384  pounds.     Fruits  and  vegetables  averaged  about  25  pounds 
per  locker  rented  with  85  percent  of  the  volume  in  the  months  of  June, 
July,  and  August. 

6.  Labor  and  management  cost  when  compared  with  processing  income  shows 
considerable  improvement  over  the  preceding  year.     In  this  study  the  cost 
of  labor  and  management  was  92  cents  per  dollar  of  processing  income 
while  last  year  the  cost  was  $1.01  per  dollar  of  processing  income. 

The  study  indicates  that  volume  alone  does  not  guarantee  high  earnings 
unless  it  is  associated  with  efficient  utilization  of  labor. 


7.     Power  consumption  per  locker  increased  13  percent  over  the  preceding 
year  or  from  59  kilowatt-hours  per  locker  to  almost  67  kilowatt-hours. 
This  may  be  due  to  a  number  of  factors  such  as  greater  volume  chilled  and 
frozen,  deterioration  of  insulation,  decreased  efficiency  of  refrigeration 
equipment,  or  possibly  a  higher  average  outside  temperature  than  the 
preceding  year. 

While  the  associations  showed  considerable  improvement  over  the  preceding 
year,  it  would  be  worth  while  to  consider  some  of  the  problems  they  may 
face  in  the  next  few  years. 

During  the  war  and  since  locker  plants  have  benefited  from  an  unu- 
sual and  somewhat  artificial  demand  owing  to  meat  shortages  and  rationing. 
Competition  has  been  relatively  weak  and,  to  a  large  extent,  locker  plants 
have  operated  in  a  seller's  market.     The  end  of  this  period  is  approach- 
ing.    Within  the  next  few  years  the  locker  associations  will  be  faced  with 
high  construction  and  operating  costs  and  with  much  keener  competition 
from  meat  packers,  retail  stores,  other  locker  plants,  and  home  units. 

There  is  danger  in  some  areas  that  locker  plants,   through  increased  rent- 
als and  processing  charges,  may  price  themselves  out  of  the  reach  of  some 
patrons  and  will  have  difficulty  in  keeping  plants  operating  to  capacity. 
Rather  than  rely  upon  high  charges,  locker  plants  should  bend  their  ef- 
forts to  increase  patrons'  use  of  locker  service  and  so  reduce  the  unit 
cost  to  patrons  through  increased  volume. 

The  rapid  increase  in  the  cost  of  plant  facilities  should  concern  those 
contemplating  expansion  or  new  plants.     In  most  cases  the  increased  cost 
of  plant  facilities  must  be  accompanied  by  an  increase  in  locker  rental 
rates  and  processing  charges.     There  is  danger  that  a  substantial  in- 
crease in  rates  will  wipe  out  much  of  the  economy  to  the  patron  in  this 
method  of  food  processing  and  preservation.     On  the  other  hand  the  in- 
creased cost  of  plant  facilities  without  an  increase  in  rates  will  dras- 
tically reduce  net  savings  through  increased  insurance,  taxes,  depreciation, 
and  interest. 

The  successful  locker  plant  of  the  future  will  be  one  that  improves  and 
expands  its  services  along  such  lines  as  slaughtering,  curing,  smoking, 
lard  rendering,  sausage  making,  dressing  of  poultry,  and  processing  of 
fruits  and  vegetables. 

In  addition  to  these  services,  the  up-to-date  locker  plant  should  be  in 
a  position  to  store  and  distribute  commercial  frozen  foods  not  only  to 
locker  patrons  but  to  home-unit  owners,  retail  stores,  hotels,  and  res- 
taurants.    Others  may  find  it  worth  while  to  manufacture  and  sell  ice 
cream  to  patrons  and  others.     Some  plants  suitably  located  may  also  find 
they  can  make  additional  savings  by  processing  and  freezing  local  sur- 
pluses of  fruits,  vegetables,  and  poultry  on  a  commercial  basis.  Others 
may  carry  on  custom  slaughtering  and  dress  poultry  for  retail  stores. 
Still  another  potential  source  of  revenue  and  savings  is  more  efficient 
utilization  of  inedible  products  through  the  joint  operation  of  a  few 
rendering  plants. 

Opportunities  for  improved  and  expanded  services  through  locker-plant 
operation  appear  bright,  provided  the  operations  are  efficient  and  result 
in  satisfactory  service  at  moderate  cost.  , 
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Agricultural  Economists 

The  frozen  food  locker  industry  in  the  United  States  represents  one  of 
the  most  rapidly  expanding  developments  of  small  business  enterprises  in 
the  last  decade.     While  it  had  its  start  in  a  small  way  as  long  as  30  years 
ago  on  the  Pacific  coast,   the  major  development  has  taken  place  since  the 
middle  1930' s. 

On  July  1,  1946,  there  were  approximately  8,000  plants  in  operation  repre- 
senting an  estimated  investment  of  180  million  dollars  and  with  an  annual 
gross  income  of  about  90  million  dollars.  These  8,000  plants  had  a  capa- 
city of  approximately  4  million  lockers  capable  of  processing  and  storing 
about  1,400,000,000  pounds  of  food  for  3-1/3  million  families,  73  percent 
of  which  are  farmers. 

Illinois  ranks  second  in  the  number  of  cooperative  frozen-food  locker 
plants  of  the  Nation  with  about  12  percent  of  the  total.     The  first  co- 
operative plant  in  the  State  was  opened  at  Amboy  in  1936.     Since  this 
beginning  more  than  100  cooperative  plants  have  been  established.  Plans 
are  now  underway  for  additional  plants  this  year. 

This  survey,  made  at  the  request  of  the  Illinois  Cooperative  Locker  Serv- 
ice, is  based  on  analysis  of  the  business  of  32  associations  operating  71 
pl.ants  having  total  assets  of  $1,800,000  and  combined  annual  business  of 
over  $830,000. 

The  survey  covers  the  operation  of  the  association^  for  their  respective 
fiscal  years  ending  between  October  31,  1945,  and  September  30,  1946. 
Two  new  associations  ended  their  first  fiscal  year  of  operation  after  the 
close  of  the  survey.     They  were,  however,  included  in  the  study. 

The  32  associations  operated  58  complete  plants  having  an  average  capacity 
for  560  lockers  and  13  branch  plants  with  an  average  capacity  for  212 
lockers.     At  the  close  of  their  fiscal  years  the  71  complete  and  branch 
plants'had  capacity  for  an  estimated  35,214  lockers. 

All  associations  had  facilities  for  chilling,  aging,  cutting,  wrapping, 
freezing,  and  grinding  beef  and  pork.     Twenty-three  associations  provided 
pork-curing  facilities,  19  lard-rendering  facilities,  and  5,  slaughtering 
facilities.     A  number  of  associations  had  slaughtering  facilities  under 
construction.     Several  associations  not  equipped  for  slaughtering  provided 
personnel  to  perform  this  service  on  the  farm.     Other  associations  not 
equipped  to  cure  pork  and  render  lard  contracted  for  these  services  with 
other  concerns. 


NOTE:  The  authors  express  their  appreciation  to  Etta  C.  Emmons  for  her  assistance  in  the  prep- 
aration of  this  report. 


PURPOSE  OF  ANAL YS  I  S 


The  purpose  of  this  analysis  is  to  provide  the  directors  of  the  locker 
associations,   the  plant  managers,  and  others  responsible  for  and  inter- 
ested in  cooperative  locker-plant  operation  with  information  on  the 
operations  of  the  associations  and  data  on  the  relative  efficiency  and 
success  of  the  comparable  associations  and  the  individual  plants. 

The  balance  sheets  are  analyzed  to  show  the  relative  financial  position 
of  each  association.     The  composite  income  and  expense  statement  is  com- 
pared with  the  previous  year's  operation  while  a  detailed  analysis  of 
income  and  expense  covers  the  various  sources  of  revenue  and  the  major 
items  of  expense  in  an  attempt  to  determine  weaknesses  in  operations. 

Net  savings  are  compaj*ed  with  gross  income  and  investment  in  fixed  assets 
as  a  measure  of  successful  operation. 

Variations  in  depreciation  rates  are  discussed  briefly  to  show  the  need 
for  more  uniform  depreciation  rates  and  the  effect  of  such  variations  on 
a  comparative  analysis  of  expense  and  net  savings. 

Data  on  volume  of  meats,  poultry,  fruits,  and  vegetables  processed  by  the 
associations  are  shown  as  a  measure  of  plant  utilization. 

Lalgor  costs  are  compared  with  processing  income  on  a  monthly  basis  for 
individual  plants  in  order  to  show  the  relative  efficiency  of  labor  as 
well  as  the  need  for  more  steady  volume  throughout  the  year. 

Power  consumption  is  analyzed  on  a  monthly  basis  to  point  out  the  wide 
variations  among  plants  as  well  as  variations  in  monthly  power  consumption 

ASSETS,   LIABILITIES,  AND  NET  WORTH 

Table  l  shows  the  assets,  liabilities,  and  net  worth  of  the  individual 
associations.     Total  assets  amount  to  over  $1,800,000,.  of  which  $1,418,181 
or  77  percent  -  is  represented  by  investments  in  fixed  assets.  Invest- 
ments in  United  States  Government  bonds  and  securities,  stock  in  the 
St.  Louis  Bank  for  Cooperatives,  and  stock  in  other  cooperatives  amount 
to  $40,175,  or  less  than  3  percent  of  total  assets.     Current  assets  ac- 
count for  19  percent  and  other  assets  for  2  percent.     (See  fig.  1.) 

The  funds  for  financing  the  locker  associations  are  obtained  primarily 
from  the  sale  of  capital  stock.     At  the  time  of  the  survey  52  percent  of 
all  funds  were  represented  by  capital  stock.    Borrowed  capital,  the  second 
largest  source  of  funds,  amounts  to  13  percent.     Of  the  32  associations 
covered  in  this  study,  13  reported  no  borrowed  capital.     Eight  associa- 
tions have  borrowed  capital  amounting  to  over  30  percent  of  total  funds, 
while  3  associations  reported  retained  net  savings  greater  than  total 
borrowed  capital. 

Prepaid  locker  rentals  is  one  of  the  major  sources  of  operating  capital 
for  the  associations,  averaging  $6,120  per  association.     One  association 
reported  no  deferred  locker  rentals,  while  in  another  association  this 
was  the  source  of  over  20  percent  of  its  funds  at  line  close  of  the  year. 
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Current  liabilities  averaged  $8,816  for  the  32  associations.  Retained 
net  savings  comprised  8.5  percent  of  total  funds  and  averaged  $4,883  per 
association.     (See  table  1.)     In  association  15,  retained  net  savings 
amounted  to  46  percent  of  total  capital;  and  in  associations  2  and  17, 
retained  net  savings  exceeded  25  percent.     Associations  22,  27,  28,  and 
32  reported  small  deficits,  thus  impairing  to  some  extent  their  capital 
stock.     (See  also  fig.  2.) 


AVERAGE  FINANCIAL  RATIOS 

Comparison  of  average  financial  ratios  between  20  associations  studied 
in  1943,  25  associations  in  1945,  and  32  associations  in  1946  shows  the 
following: 

Ratio  1943  1945  1946 

1.  Current  assets  to  current  liabilities    1  to  0*61   1  to  0.52  1  to  0.78 

2.  Current  assets  and  deferred  charges 
to  current  liabilities  and  unearned 

locker  rentals  1  to  1.07  1  to  1.02  1  to  1.21 

3.  Fixed  assets  (cost)   to  capital  stock  1  to  0.63  1  to  0.54  1  to  0.56 

4.  Fixed  assets  (book  value)   to  total 

borrowed  funds  1  to  0.18    1  to  0.23    1  to  0.23 

5.  Fixed  assets  (book  value)   to  capital 

stock  and  retained  net  savings  1  to  0.92   1  to  0.82   1  to  0.79 

6.  Capital  stock  to  retained  net  savings     1  to  0.18    1  to  0.21   1  to  0.16 

COMPOSITE  AND  AVERAGE  FINANCIAL  STATEMENTS 

BALANCE  SHEET 

The  composite  and  average  balance  sheet  (table  2)   shows  total  assets  of 
$1,839,102,  or  $57,472  per  association.     Of  this  total  $44,318  is  repre- 
sented by  fixed  assets  after  depreciation  and  $1,256  by  investments. 
Current  assets  averaged  $10,672  per  association  and  deferred  charges 
$1,226. 

Total  liabilities  averaged  $22,491  per  association,  with  noncurrent 
liabilities  accounting  for  $8,022  of  this  sum.     Unearned  locker  rentals 
averaged  $6,120  per  association. 

Total  net  worth  averaged  $34,981  per  association  with  capital  stock 
outstanding  of  $30,098  and  net  savings  of  $4,883.     Compared  with  the 
previous  year,  retained  net  savings  increased  by  an  average  of  $285  per 
association. 
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INCOME  AND  EXPENSE  STATEMENT 


The  data  presented  in  table  3  were  assembled  from  the  audit  reports  of 
the  associations  and  cover  the  past  2  fiscal  years  of  operation.  Thirty- 
two  associations  are  included  in  the  1945-46  analysis,  25  associations 
in  the  1944-45  analysis.     For  this  reason,  only  the  data  on  average  in- 
come and  expense  and  the  data  presented  in  the  column  showing  average 
increase  and  decrease  in  income  and  expense  can  be  considered  as  of  value 
in  making  comparisons. 

The  significant  fact  revealed  by  this  comparison  is  the  increased  income 
from  all  services.  Average  total  income  per  association  increased  $4,291.30. 

Meat  and  poultry  processing  showed  the  largest  increase  at  $2,605  over  a 
year  ago  and  represents  45  percent  of  total  operating  income  as  compared 
with  42  percent  in  1945. 

Locker  rentals  increased  by  $1,183  but  declined  as  a  proportion  of  total 
income  from  51  percent  in  1945  to  47  percent  in  1946.     Fruit  and  vegetable 
processing  showed  only  a  small  increase  of  $85.64  and  represented  approx- 
imately the  same  percentage  of  operating  income  as  last  year.  Merchandise 
sales  also  showed  but  a  small  increase  over  last  year  from  $300  to  $396 
per  association  and  represented  less  than  2  percent  of  total  income. 
Inedible  sales  increased  by  $144,   representing  3.6  percent  of  total  income 
or  about  the  same  as  last  year. 

The  composite  analysis  of  expense  indicates  increasing  cost  of  labor  and 
management  as  was  the  case  last  year.     Salaries  and  wages  increased  over 
$2,222  per  association,  or  from  44  percent  to  46  percent  of  total  income. 
The  increase  in  this  single  expense  item  was  more  than  50  percent  of  the 
increased  income  from  all  sources. 

Increasing  cost  of  labor  and  management  represent  one  of  the  most  diffi- 
cult problems  facing  locker  plants.  The  proportion  of  total  income  paid 
out  for  labor  and  management  has  increased  from  36  percent  in  1941-42  to 
46  percent  in  1945-46. 

In  spite  of  increased  costs  of  labor,  utilities,  supplies,  depreciation, 
and  transportation,  however,  the  associations,  because  of  expanded  serv- 
ices and  increased  volume,   showed  an  increase  in  net  operating  income 
from  $2,556  to  $3,609  per  association. 

Interest  expense  increased  $157  per  association  over  last  year,  and  Fed- 
eral income  tax  $134  per  association.     Net  savings  increased  from  $1,959 
per  association  to  $2,724,  or  from  9  percent  to  10.5  percent  of  operating 
income . 

ANALYSIS  OF   INCOME  BY  ASSOCIATIONS 

Although  the  associations  used  the  same  basic  accounting  procedure,  some 
variations  occurred  between  them.     In  this  analysis,  however,  every 
attempt  was  made  to  put  all  associations  on  a  comparable  basis. 

Several  associations  were  engaged  in  activities  not  related  to  their 
locker-plant  operation.     All  income  and  expense  realized  from  these 
"outside"  operations  were  excluded  so  far  as  possible  in  this  analysis. 
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In  table  4  income  Is  presented  on  a  per-locker-rented  basis.     The  associ- 
ations were  grouped  according  to  the  rates  charged  for  cutting,  wrapping, 
freezing,  and  grinding  and  then  arrayed  according  to  net  savings  per 
locker  rented.     The  average  income  for  each  processing  service  is  the 
average  for  only  those  plants  offering  the  service.     Thus,   the  sum  of  the 
average  income  received  for  each  separate  service  in  each  major  grouping 
exceeds  the  total  average  income  per  locker  rented.     By  treating  the  data 
in  this  manner  the  reader  is  better  able  to  determine  the  relative  impor- 
tance of  each  processing  service. 

Average  gross  income  for  the  32  associations  analyzed  amounted  to  $25.66 
income  per  locker  rented.     The  4  associations  charging  $2.50  per  100 
pounds  for  "chill,  cut,  wrap,   freeze,  and  grind,"  shown  as  group  I  in  the 
table,  averaged  $30.40  income  per  locker  rented.     The  21  associations 
charging  $2.00  per  100  pounds  for  these  services,  shown  as  group  II,  av- 
eraged $25.62  per  locker  rented.     The  7  associations  charging  $1.50  per 
100  pounds  for  these  services,  shown  as  group  III,  averaged  $22.00  per 
locker  rented. 

Locker  rental  income  averaged  47  percent  of  gross  income.     (See  fig.  3.) 
While  this  income  is  lower  than  that  of  last  year,  it  represents  the 
largest  single  item  of  total  income.     Rental  income  ranged  from  a  low  of 
$9.68  in  association  21  to  $13.88  in  association  32.     Locker  rental  income 
is  actually  the  average  rental  rate  for  each  association. 

Income  per  locker  rented  from  "cut,  wrap,  freeze,  and  grind"  varied  widely 
among  the  associations.     In  group  I  this  source  ranged  from  $8.62  per 
locker  rented  in  association  10  to  $11.45  in  association  9.     This  entire 
group  averaged  $10.41  for  "cut,  wrap,  freeze,  and  grind"  per  locker  rented. 
The  high  income  association  in  this  group,  as  well  as  of  the  entire  32 
associations,  was  association  25  with  an  income  of  $40.09  per  locker 
rented.     It  was  also  second  highest  in  net  savings  of  all  associations. 

In  group  II  "cut,  wrap.,  freeze,  and  grind"  income  ranged  from  a  low  of 
$5.52  for  association  20  to  $13.76  for  association  15.     The  average  for 
the  entire  group  for  these  services  was  $7.90  per  locker  rented.     A  rea- 
son for  substantially  lower  average  income  than  group  I  was  a  lower  pro- 
cessing rate,  $2.00  per  100  pounds,  as  well  as  a  lower  average  rental  rate 
than  group  I,  $11.94.     Association  15  showed  the  second  highest  total  incom< 
per  locker  rented,  $31.32,  for  group  II  and  ranked  first  in  net  savings 
of  all  associations  in  all  groups.     This  was  partly  due  to  the  large 
volume  of  custom  cutting  and  storing  done  by  this  association  for  out- 
side patrons. 

In  group  III  the  income  from  "cut,  wrap,  freeze,  and  grind"  ranged  from 
$4.77  per  locker  for  association  7  to  $7.56  for  association  16.  Average 
income  for  this  entire  group  for  this  service  was  $6.43  per  locker  rented. 
The  explanation  for  this  lower  income  was  a  lower  rate,  $1.50  per  100 
pounds,  and  lower  rentals  averaging  $11.80  per  locker.     In  group  III, 
association  12  showed  the  highest  total  income  per  locker.    With  the 
exception  of  association  19  the  next  best  showing  was  made  by  associa- 
tion 12,  which  reported  the  highest  total  income  as  well  as  the  second 
highest  net  savings  for  the  group.    On  the  other  hand,  association  19, 
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showing  the  smallest  total  income  per  locker  in  group  III,  reported  the 
highest  net  savings  of  $3.09  per  locker  rented  for  this  group.  Principal 
reasons  for  this  apparently  better  showing  made  by  this  association  were 
very  low  labor  costs  and  a  much  lower  depreciation  rate  than  for  the  other 
associations. 

Curing  and  smoking  income,  averaging  $2.11  per  locker  rented,  was  on  the 
average  the  third  largest  source  of  revenue.    Association  25  reported  the 
highest  income  from  this  service,  $5.95  per  locker  rented.    This  associ- 
ation also  ranked  first  in  total  income  and  second  in  net  savings  for  the 
entire  group.     Its  total  processing  income  averaged  $20.12  per  locker 
rented. 

Slaughtering  income  for  the  limited  number  of  associations  providing  this 
service  averaged  $1.31  per  locker  rented.     Increasing  numbers  of  associ- 
ations are  interested  in  providing  this  additional  service.     Fruit  and 
vegetable  processing  and  freezing  still  are  relatively  unimportant  as 
sources  of  income  to  the  associations.     Average  income  amounted  to  only 
50  cents  per  locker  rented.     Four  associations,  however,  reported  incomes 
ranging  from  $1.01  to  $1.34  per  locker  rented,  which  indicates  some  possi- 
bilities for  increased  revenue  from  this  source,  particularly  during  slack 
seasons  of  meat  processing. 

Poultry  processing  also  is  of  minor  importance  in  most  associations,  aver- 
aging only  40  cents  per  locker  rented.     Associations  showing  the  highest 
income  from  this  service  were  those  in  group  I  ranging  from  51  cents  to 
74  cents  per  locker. 

Inedible  byproduct  sales,  including  savings  on  hides,  of  97  cents  per  locker 
rented  was  on  the  average  the  sixth  largest  source  of  revenue.     This  in- 
come ranged  from  6  cents  for  association  32  to  $2.70  for  association  5* 
In  general,  high  income  from  inedible  sales  was  received  only  by  those 
associations  providing  a  slaughtering  service. 

The  detail  with  which  the  data  are  presented  in  this  table  provides  the 
associations  with  a  key  to  possible  weaknesses  in  their  operations*  Those 
associations  with  relatively  low  income  from  one  or  more  services  might 
well  give  consideration  to  correcting  some  of  their  weaknesses  and  ex- 
panding their  operations* 

ANALYSIS  OF  EXPENSES  BY  ASSOCIATIONS 

The  detailed  analysis  of  association  expenses  and  net  savings  is  presented 
in  table  5.     Salaries  and  wages  absorbed  45  percent  of  total  income  and 
averaged  $11.60  per  locker  rented.     Labor  costs  in  group  I  averaged  $3.20 
more  than  those  in  group  II  and  $5.08  more  per  locker  rented  than  in  group 
III.     Some  of  this  increased  cost  is  due  to  greater  volume  handled  and 
more  services  rendered  and  some  of  it  is  due  to  less  efficiency  in  utili- 
zation of  labor.    The  problem  of  labor  costs  and  efficiency  is  discussed 
more  fully  in  a  later  section  of  this  report. 

The  second  largest  expense  item  is  depreciation  and  rent.     This  cost  item 
ranged  from  85  cents  per  locker  rented  in  association  19  to  $4.42  per 
locker  in  association  28,  and  averages  $2.81  per  locker  rented  for  the 
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32  associations.    Renting  of  facilities  at  varying  rates  and  considerable 
variation  in  computing  depreciation  account  for  some  of  this  difference. 
A  few  associations  use  a  very  low  depreciation  rate  which  not  only  reduces 
their  operating  costs  but  exaggerates  their  net  savings.    Another  reason 
for  higher  depreciation  costs  of  some  of  the  associations  is  due  to  sharply 
increased  costs  of  new  facilities. 

Table  6  shows  the  rather  wide  variation  in  depreciation  rates  charged  by 
different  associations.    Depreciation  on  buildings  ranges  from  2  to  5 
percent  with  the  most  common  charges  from  2fc  to  3  percent.    On  insulation 
the  rates  charged  range  from  5  to  7h  percent  with  the  most  common  at 
5  percent.     Where  Insulation  and  building  rates  are  combined,  the  most 
common  charge  is  4  to  5  percent. 

The  widest  variation  occurs  in  depreciation  on  refrigeration  equipment 
and  on  lockers.  While  the  most  common  rate  on  refrigeration  was  10  per- 
cent, this  charge  ranged  from  5  to  10  percent  with  over  half  of  the  total 
under  8  percent.  In  the  case  of  lockers,  depreciation  rates  varied  from 
4  to  10  percent  with  half  of  them  between  5  and  8  percent  and  a  third  at 
10  percent.  Rates  on  processing  equipment  were  generally  10  percent  al- 
though they  ranged  from  5  to  20  percent. 

More  uniform  rates  of  depreciation  for  all  associations  would  not  only 
place  them  on  a  more  comparable  basis  but  would  more  accurately  reflect 
actual  depreciation  costs. 

Power  and  light  costs  which  amount  to  approximately  10  percent  of  all 
expenses  range  from  a  low  of  $1*18  per  locker  rented  in  association  19 
to  a  high  of  $3.78  in  association  27  and  averaged  $2.26  per  locker  rented 
for  all  associations.    Variations  in  power  rates,  volume  of  products  pro- 
cessed, and  added  services  of  some  plants  as  contrasted  to  others  account 
for  much  of  this  difference  in  cost.     Inefficient  Insulation  and  refrig- 
eration also  contribute  to  the  wide  variation.     The  difference  in  power 
costs  between  association  19  and  association  27  is  $2.60  per  locker  rented 
or  $1,300  in  a  500-locker  plant.     From  this  analysis  it  would  appear  that 
associations  27,  28,  31,  and  22  would  be  justified  in  investigating  the 
cause  of  high  power  and  light  costs  in  their  plants. 

Plant  supplies  averaged  $1.54  per  locker  rented.     The  major  items  in  this 
account  are  wrapping  paper,  twine,  cartons,  and  curing  and  smoking  sup- 
plies.    These  costs,  as  would  be  expected,  varied  quite  closely  with  the 
volume  and  type  of  processing  carried  on  by  different  plants. 

SAYINGS 

Net  savings  for  the  32  associations  averaged  $2.67  per  locker  rented. 
Group  I  realized  an  average  of  $3.42  per  locker  rented  owing  to  higher 
processing  and  locker  rental  rates,  together  with  better  than  average 
volume  processed  per  locker.     Associations  In  group  II  averaged  $2.67  net 
savings  per  locker  rented  while  associations  in  group  III  with  the  lowest 
average  rental  and  processing  rates  averaged  $2.06  per  locker  rented. 

When  analyzed  on  a  percentage  basis  (table  7)    net  savings  for  32-  associ- 
ations averaged  14  percent  of  gross  income  before  payment  of  income  tax 
and  interest  and  10  percent  after  payment  of  these  expenses.     For  the 
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Table  7.  -  Net  sayings  as  a  percentage  of  gross  income  in  32  Illinois 
cooperative  locker  associations,  1945-46. 


NET  SAVINGS 

BEFORE 

NET  SAVINGS 

AFTER 

ASSOC  I  AT  I  ON 

GROSS 

INCOME  TAX 

AND 

1  NTEREST 

1  NCOME  TAX 

AND 

INTEREST 

INCOME 

AMOUNT 

PERCENTAGE  OF 

AMOUNT 

PERCENTAGE  OF 

GROSS  INCOME 

GROSS  INCOME 

$14,314.64 

$4,132.01 

28.87 

$4,132.01 

19,984.10 

7,757.51 

38.82 

5,763.09 

28.84 

26,576.46 

8,149.77 

30. 66 

5,747.06, 

21. 62 

6,421.66 

1,642.95 

28.58 

1,232.21^ 

19. 19 

29,516.38 

6,321.70 

21.42 

5,502.65 

17,386.42 

3,707.11 

21. 32 

2,879.06 

16.56 

32,238.13 

6,951.46 

21.56 

4,859.60 

15.07 

20,941.16 

3,928.50 

18.76 

2,946.37 

14.07 

19,809.78 

3,923.09 

19.80 

2,749.82 

13. 88 

20,679.54 

3,903.39 

18.88 

2,617.46 

12.66 

24,108.92 

4,056.81 

1fi  RP\ 

2,981.62 

1C»  <J  f 

21,442.95 

3,372.74 

15.73 

2,529.56 

11.80 

38,293.51 

5,781.47 

15. 10 

4,382.70 

11.44 

41,567.12 

5,990.64 

14.41 

4,282.59 

If).  30 

15,093.81 

2,394.55 

15.86 

1,540.49 

10. 21 

41,452.03 

5,618.66 

13.55 

4,158.45 

10.03 

24,031.05 

3, 289.74 

13.69 

2,201.27 

9. 16 

34,316.55 

4,494.95 

13.10 

3, 142.40 

9. 16 

76,753.47 

9,408.11 

.  12.26 

6,731.00 

8.77 

68,991.02 

8,562.91 

12.41 

5,931.76 

8.60 

8,567.59 

1,194.00 

13.94 

720.48 

8.41 

22,479.51 

2,324.31 

10.34 

1,805.13 

8.03 

9,935.97 

1,091.96 

10.99 

789. 13 

7.94 

m 

qq  qoo  on 
co , ooo .  aj 

3,604.24 

12.06 

2,247.43 

7.52 

21.. 

17,000.00 

1,625.63 

9.56 

1,216.12 

7.15 

12,314.00 

867.26 

7.04 

664.79 

5.40 

45,987.57 

3,779.43 

8.32 

2,408. 12 

5.30 

44,231.00 

2,714.79 

6.14 

1,751.49 

3.96 

17,369.36 

390.89 

2.25 

272.27 

1.57 

15,130.09 

633.71 

4.19 

145.65 

.96 

7,486.27 

258.66 

3.46 

-47.26 

-.63 

14,694.83 

-721. 17 

-4.91 

-1,107.94 

-7.54 

839,003.09 

121,151.78 

87,176.58 

$26,218.85 

$3,785.99 

14.44 

$2,724.27 

10.39 

Source:    Audit  reports  of  the  associations. 


preceding  year  net  savings  of  25  of  these  associations  averaged  12  per- 
cent of  gross  income  before  income  tax  and  interest  and  8.9  percent  after 
payment.     This  increase  in  percent  of  savings  realized  is  encouraging, 
especially  when  one  takes  into  consideration  that  labor  expenses  have 
continued  to  rise.     It  indicates  that  more  plants  are  being  efficiently 
operated  than  was  the  case  last  year. 

It  is  impossible  to  discuss  fully  the  reasons  for  the  relatively  success- 
ful or  unsuccessful  operation  of  each  association.     In  general,  however, 
the  substantial  savings  in  associations  15,  26,  and  24  are  due  to  the 
large  volumes  of  processing  and  other  services  rendered.  Association 
15  receives  a  substantial  income  from  the  chilling  and  processing  of 
carcasses  for  local  stores  while  associations  26  and  24  obtained  sizable 
incomes  from  curing,  smoking,  and  lard  rendering.  • 

In  association  25  higher  rental  and  processing  charges  contributed  to 
its  excellent  earning  record,  but  a  sizable  portion  of  its  income  came 
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from  a  variety  of  services  such  as  curing  and  smoking;  the  processing  of 
poultry,  fruit,  and  vegetables;  and  the  sale  of  fruits,  vegetables,  and 
inedible  products. 

Association  20  received  a  subs tantialT  part  of  its  income  from  slaughtering 
This  association  also  received  above- aver age  returns  from  fruit  and  vege- 
table processing,  from  storage,  and  from  sales  of  merchandise  and  inedi- 
bles.     In  association  19  much  of  its  savings  were  due  to  exceptionally 
low  labor  costs  and  a  very  low  depreciation  rate,  as  volume  processed  was 
small  and  services  rendered  were  limited. 

Associations  5,  21,  22,  and  32  with  better  than  average  income  per  locker 
rented  realized  less  than  average  net  savings  because  of  high  labor  and 
operating  costs.    Two  of  these  associations,  22  and  32,  reported  labor 
costs  per  locker  rented  from  $2.59  to  $5.26  over  the  average  for  all 
associations  in  group  II,  and  both  associations  processed  substantially 
less  products  than  the  average  poundage  for  all  associations.  Associa- 
tions 5  and  21  processed  more  than  the  average  poundage  but  high  labor 
costs  were  responsible  for  reduced  net  savings.     The  poor  showing  made  by 
association  27,  in  spite  of  high  locker  rentals,  was  due  to  small  volume 
processed. 

Table  8  shows  net  savings  as  a  percentage  of  gross  income  over  the  6-year 
period,   1940-41  to  1945-46.     Note  the  relatively  high  earnings  made  from 
1940-41  through  1943-44  and  the  sharp  decline  in  1944-45. 


Table  8»  -  Net  savings  as  a  percentage  of  gross  income,  Illinois  coopera- 
tive locker  associations,  1940-41  to  1945-46. 


YEAR 

NET 
1  NCOME 

SAVINGS  BEFORE 
TAX  AND  INTEREST 

NET 
1  NCOME 

SAV  1  NGS  AFTER 
TAX  AND  INTEREST 

Percent 

Percent 

16.62 

12.24 

20.51 

15.59 

23.46 

17.24 

18.02 

13.31 

12.45 

8.93 

14.44 

10.39 

Source:    Audit  reports  of  the  associations. 


During  the  first  3  years  shown  there  was  a  substantial  increase  in  the 
utilization  of  locker  and  processing  facilities.     In  the  latter  part  of 
this  period  most  plants  had  all  their  lockers  rented,  and  were  using 
their  processing  facilities  to  capacity.     The  greater  volume  of  product 
through  the  plants  and  the  increase  in  rented  lockers  reduced  fixed  costs 
per  unit  and  also  resulted  in  Increased  efficiency  in  the  use  of  labor. 

During  1943-44  the  cost  of  labor  and  management  increased  owing  to  the 
tight  labor  market  and  the  inefficiencies  of  rapid  labor  turnover.  In 
the  following  year,  1944-45,  these  unfavorable  conditions  persisted  and 
were  further  aggravated  by  a  decline  in  processing  volume  from  420  pounds 
to  384  pounds  per  locker  rented. 
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In  1945-46  labor  and  management  costs  continued  to  Increase  but  the  addi- 
tional cost  was  offset  by  the  greater  income  resulting  from  increased 
volume  and  the  addition  of  new  processing  services.     The  improvement  shown 
in  1945-46  tends  to  indicate  improved  efficiency  of  plant  operation. 


Table  9.  -  Net  savings  as  a  percentage  of  investment  in  fixed  assets  be- 
fore deduction  of  income  tax  and  interest  for  22  Illinois  cooperative 
locker  associations*. 


NET  SAVINGS  AS 

ASSOCIATIONS 

b 

FIXED  ASSETS 

NET  SAVINGS 

PERCENTAGE  OF 

FIXED  ASSETS 

1  •=> 

45  1  P    QQ7  t^7 

<fc  a  1  *^  p  m 

$4,  J.  O  &  •  Ul 

*3 1  7Q 

?  8 

- 

37     1  R7  PO 

7    7C.7  ci 
ft  'O'.OX 

PO  fift 

2S 

43    ft  Q  4    R  ft 

ft    1 4Q  77 

X  O  •  O  f 

13 

?  1  -  389  .30 

pr  QP3  .  09 

18  .  37 

9 

P7 . Qpft. Afi 

A/  /   9        K/  VJ  #  *±  VJ 

4  .  05  8  .  8  1 

14.58 

20 

c  27   P89 - P3 

3. 707 .11 

19 

d  12. 621.30 

1 . 64  2. 95 

13.02 

1 8 

55.  654 .  4.1 

6.951.46 

12.49 

7 

34. 972 . 02 

.3.  9  03 .  39 

11.16 

1 6 

8  .  0  0.3  .  5  9 

867.26 

10.84 

24 

c 59  P78.58 

8   3  P 1  .  7  0 

U  f  UK/1  1    /  V 

42, 39 1 . 37 

4,  494 . 95 

1  0.  60 

c37, 465.23 

3,928.50 

1  0.48 

63, 167.39 

5, 781.47 

9. 15 

1 01, 569.80 

8, 562.91 

8.43 

31, 447.29 

2,394.55 

7.61 

c79,323.05 

5, 990. 64 

7.55 

16,  205.  6  0 

1, 194. 00 

7.37 

32,912.72 

2,324.31 

7.  06 

91,212.48 

2,  714.79 

2.96 

34, 701 .34 

390 .89 

1.  13 

23, 348.82 

258. 66 

1.11 

$894, 797.31 

$89, 448 .73 

10.00 

Does  not  include  associations  malting  major  additions  to  facilities  during  their  fiscal  year 
unless  no  Income  was  earned  from  new  facility  and  the  cost  of  such  facility  could  he  excluded 
from  total  fixed  assets* 
"Original  cost. 

.Investment  in  plant  under  construction  excluded. 
Deposit  on  new  equipment  excluded. 


Source:    Audit  reports  of  the  associations. 
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INVESTMENT  AND  NET  SAVINGS 

In  table  9  net  savings  before  payment  of  income  tax  and  interest  are 
compared  with  the  original  cost  of  fixed  assets.     This  table  does  not  in- 
clude associations  making  major  additions  to  facilities  during  the  fiscal 
year  unless  ho  income  was  earned  from  the  new  facility  and  the  cost  of 
such  facility  was  excluded  from  total  fixed  assets.     Thus,  the  data  pre- 
sented are  an  accurate  measure  of  the  savings  per  dollar  invested  in  fixed 
assets  for  each  association.  (  Net  savings  as  a  percentage  of  investment 
before  payment  of  income  tax  and  interest  ranged  from  32  percent  in  asso- 
ciation 15  to  1.1  percent  in  association  27  and  averaged  10  percent  for 
the  group. 

Those  associations  realizing  the  largest  net  savings  as  percentages  of 
fixed  assets  were  in  general  the  same  as  those  showing  the  largest  net 
savings  as  percentages  of  gross  income,  although  not  in  the  same  order. 
Associations  13  and  9  which  were  among  the  top  5  in  net  earnings  as  a 
percentage  of  fixed  assets  ranked  ninth  and  eleventh  in  savings  as  a 
percentage  of  gross  income,  while  association  24  dropped  from  fifth  place 
in  net  savings  as  percentage  of  gross  income  to  eleventh  place  in  net 
savings  as  a  percentage  of  fixed  assets. 

Table  10  shows  a  comparison  for  the  6-year  period,  1940-41  to  1945-46,  of 
net  savings  as  a  percentage  of  investment  in  fixed  assets.     Here  again, the 
period  1941-42   through  1943-44  was  the  period  of  increasing  net  savings, 
while  1944-45  experienced  the  greatest  decline.     For  the  6-year  period, 
net  savings  averaged  approximately  10.5  percent  of  the  investment  in  fixed 
assets. 


Table  10-  -  Net  savings  as  a  percentage  of  investment  in  fixed  assets  be- 
fore deduction  of  income  tax  and  interest,  Illinois  cooperative  locker 


associations,  1940-41  to  1945-46. 

YEAR 

NET  SAVINGS  AS 
PERCENTAGE  OF  INVESTMENT 

Pe rc e  nt 
6.77 
11.20 
14.56 
12.98 
7.86 
10.00 

Source:    Audit  reports  of  the  associations. 


PROCESSING  VOLUME 

Table  n  and  figure  4  furnish  data  on  the  total  pounds  of  meat  and  poul- 
try processed  for  each  association  as  well  as  the  average  pounds  proc- 
essed per  locker  rented.    The  32  associations  processed  a  total  of  6,955 
tons  of  meat  and  poultry  and  averaged  425  pounds  per  locker  rented. 

The  extremely  high  poundage  shown  by  association  15  includes  73,861  pounds 
of  meat  processed  for  other  than  locker  patrons.  Had  this  volume  been  de- 
ducted, it  would  lower  this  association's  poundage  per  locker  rented  to 
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Table  11.  -  Lockers  rented,  estimated  poundage,  and  average  pounds  of  meat 
and  poultry  processed  per  locker  rented  in  32  Illinois  locker  coopera- 
tives, 1945-46. 


ASSOC  I  AT  I  ON 


LOCKERS  RENTED 


ESTIMATED  MEAT  AND  POULTRY  PROCESSED 


TOTAL  P0UNDSb 


POUNDS  PER 
LOCKER  RENTED 


15....  

9  

2  

17  

18  

5  

14  

12  

16  

4  

25  

26  

21  

11  

28  

19  

1  

10  

6  

24  

13  

23  

31...  

32  

22  

3..  

29  

30  

7  

27  

8  

20  

Total  or  average, 


457 
750 
2,621 
996 
1,210 
1,694 
2,550 
1,606 
560 
828 
663 
740 
660 
1,262 
332 
398 
1,604 
1,213 
1,028 
1,008 
743 
1,951 
370 
561 
479 
1,916 
877 
552 
1,056 
324 
1,041 
655 


32,695 


385,098 
397,366 

1,305,238 
484,637 
581,912 
796,913 

1,185,435 
746,497 
254,780 
382,307 
295,664 
329,355 
'262,866 
531,328 
139,384 
165,346 
656,060 
493,896 
416,448 
407,596 
298,844 
751,484 
141,720 
205,249 
172,261 
668,977 
303,911 
188,386 
337,001 
101,708 
321,962 
180,857 


13,910,466 


843 

530 
498 
487 
481 
470 
465 
465 
463 
462 
446 
445 
429 
421 
420 
415 
409 
407 
405 
404 
402 
385 
383 
366 
360 
349 
347 
341 
319 
314 
309 
276 


425 


Lockers  rented  computed  by  dividing  earned  locker  rental  Income  by  average  rental  rate, 
eludes  temporary  loclters. 

bTotal  poundage  secured  from  association  records  or  computed  by  dividing  chill,  cut,  wrap, 

freeze,  and  grind  income  by  rate  for  this  service. 

°lncludes  73,861  pounds  processed  for  other  than  locker  patrons. 

Source:    Field  survey. 


in- 


681  pounds  and  the  average  for  the  entire  group  to  423  pounds  per  locker 
rented.    Data  for  the  preceding  year  indicate  that  25  of  these  associa- 
tions processed  approximately  384  pounds  per  locker  rented. 


23 


24 


Pounds  of  meat  and  poultry  processed  varied  from  a  high  of  843  pounds 
per  locker  in  association  15  to  a  low  of  276  pounds  in  association  20. 
Twenty—one  associations  processed  over  400  pounds  per  locker  rented  while 
only  one  association  processed  less  than  300  pounds  per  locker. 

Figure  5  shows  the  pounds  of  meat,  poultry,  fruits,  and  vegetables  pro- 
cessed per  locker  rented  per  month  for  a  representative  group  of  plants. 
Meat  processing  averaged  over  40  pounds  per  locker  rented  per  month  from 
January  through  April.  Beginning  with  May  the  volume  of  meat  processed 
declined  each  month  until  in  September  an  average  of  only  25  pounds  was 
being  processed  per  month.  During  the  last  3  months  of  the  year  volume 
Increased  to  28  pounds  per  month  in  November  and  December. 

The  heavy  months  of  poultry  processing  were  from  August  through  November, 
the  months  of  low  beef  and  pork  processing.  Therefore,  increased  emphasi 
on  poultry  processing  would  help  the  associations  maintain  their  level  of 
income  during  the  slack  summer  and  fall  months. 

Fruit  and  vegetable  processing  was  heaviest  during  June  when  10.8  pounds 
were  processed  per  locker  rented.     July  and  August  were  also  relatively 
heavy  months  with  4.5  pounds  and  5.6  pounds,,  respectively.    As  with 
poultry,  the  revenue  from  fruits  and  vegetables  during  the  months  of  low 
beef  and  pork  processing  helps  the  associations  maintain  monthly  revenue. 

LABOR  AND  MANAGEMENT  EFFICIENCY 

Labor  and  management  costs    account  for  an  average  of  50  percent  of  all 
expenses  in  the  32  associations  analyzed  in  tables  4  and  5.    The  percent- 
age varies  from  37  percent  in  association  26  to  60  percent  in  association 
9.    There  are  also  wide  variations  in  labor  and  management  costs  among 
the  Individual  plants  of  an  association.     For  this  reason  it  seems  advis- 
able to  devise  some  means  of  measuring  the  efficiency  of  labor  within  the 
individual  plants.    Monthly  variations  in  volume  have  a  direct  influence 
on  labor  costs,  thus  the  data  on  labor  and  management  cost  are  further 
analyzed  on  a  monthly  basis. 

In  making  this  comparative  analysis  of  labor  and  management  cost  per 
dollar  of  processing  Income,  it  is  recognized  that  part  of  the  cost  of 
labor  and  management  should  be  charged  to  sales  and  the  operation  of  the 
locker  room.     These  items,  however,  were  excluded  because: 

1.     The  amount  of  labor  chargeable  to  the  locker  room  is  relatively 
insignificant. 

2'*    Average  locker  rental  rates  vary  as  much  as  $4  per  locker  be- 
tween associations  and  this  variation  would  detract  from  the  value 
of  the  comparison. 

3.  Locker  rental  Income  comprises  approximately  one-half  of  total 
income;  thus,  ^lf  rental  income  were  included  it  would  obscure  the 
monthly  variations  in  processing  income. 

4.  The  price  received  per  pound  for  inedible  sales  and  the  mark-up 
on  products  merchandized  vary  by  associations,  thus  introducing  an 
additional  variable  into  the  analysis. 

Although  there  may  be  some  error  in  this  method  of  analysis,  it  is  felt 
that  processing  income  provides  the  most  satisfactory  basis  for  measuring 
labor  and  management  efficiency  in  these  plants. 
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Table  12  is  designed  so  that  labor  and  management  efficiency  can  be  com- 
pared between  plants  having  the  same  charge  for  cutting,  wrapping,  freez- 
ing, and  grinding  and  offering  approximately  the  same  processing  services. 
The  plants  charging  $2.50  per  100  pounds  for  chilling,  cutting,  wrapping, 
freezing,  and  grinding  are  shown  in  group  I;   those  charging  $2  per  100  • 
pounds  are  shown  in  group  II;  and  those  charging  $1.50  per  100  pounds  in 
group  III.     The  plants  are  then  further  grouped  according  to  the  service 
offered  so  that  plants  of  the  same  general  type  would  be  shown  together. 
For  example,  those  plants  offering  only  chilling,  cutting,  wrapping, 
freezing,  and  grinding  service  are  shown  together.     Those  offering  addi- 
tional service  such  .as  curing,   smoking,  or  lard  rendering  are  shown  in 
another  group,  while  plants  furnishing  slaughter  service  are  shown  in 
still  another  group. 

Where  an  association  operated  two  or  more  plants  under  county  management, 
the  overhead  management  and  bookkeeping  costs  were  allocated  to  the  vari- 
ous plants  according  to  the  gross  processing  income  of  each  plant.  Plants 
that  cured  and  smoked  or  rendered  lard  for  other  plants  in  the  association 
were  credited  with  three- fourths  of  the  income  from  curing  and  smoking  and 
two-thirds  of  the  income  from  rendering.     The  remainder  of  the  income  was 
credited  to  the  plant  not  performing  the  service  as  its  income  for  such 
labor  as  was  performed  and  for  acting  as  agent  for  the  patron. 

The  data  in  table  12  indicate  that  in  general  the  plants  realized  greater 
efficiency  in  the  use  of  labor  and  management  than  last  year.     (See  also 
table  13.)     Total  cost  for  labor  and  management  for  1945-46  was  92  cents 
per  dollar  of  processing  income  compared  with  $1.01  per  dollar  of  pro- 
cessing income  in  1944-45.     Furthermore,  labor  and  management  cost  ex- 
ceeded processing  income  in  only  3  months  of  the  year  compared  with 
6  months  of  last  year. 

September  was  the  most  unfavorable  month,  with  $1.25  spent  for  labor  and 
management  for  each  dollar  received  for  processing.     (See  also  fig.  6.) 
In  the  preceding  year  this  cost  for  September  amounted  to  $1.53. 

The  most  favorable  month  was  January  when  only  69  cents  was  spent  for 
labor  and  management  for  each  dollar  of  processing  income.     In  general, 
the  first  6  months  of  the  year,  January  through  June,  were  the  most 
profitable  months  for  the  processing  department.     (Fig.  7.)     High  volume 
of  beef  and  pork  during  the  early  months  of  the  year  supplemented  by 
poultry,  fruits,  and  vegetables  during  the  latter  part  of  this  period  are 
the  reasons  for  the  low  labor  and  management  costs  per  dollar  of  processing 
income  for  the  8  months.     During  the  last  6  months  beef  and  pork  volume 
declined  further,  and  fruit  and  vegetable  volume  was  also  small,  Poultry 
volume,  even  though  relatively  heavy  in  these  months,  did  not  compensate 
for  the  decline  in  other  products  processed.    More  emphasis  on  the  pro- 
cessing of  poultry  during  these  slack  months  would  help  materially  to 
reduce  labor  and  management  costs  per  dollar  of  processing  income. 

For  the  plants  charging  $2,50  per  100  pounds  for  chilling,  cutting,  wrap- 
ping, freezing,  and  grinding  the  average  cost  of  labor  and  management  was 
98  cents  per  dollar  of  processing  income.     Plant  25-A  averaged  74  cents 
and  in  only  2  months  did  this  cost  exceed  $1. 

The  5  plants  in  this  group  furnishing  slaughter  service  at  the  farm  paid 
an  average  of  $1  for  labor  and  management  for  each  dollar  of  processing 
income.     The  cost  ranged  from  91  cents  to  $1.15.    Plant  14-B  which  aver- 
aged $1.15  had  costs  exceeding  $1  in  8  out  of  12  months. 
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Table  13.  -  Labor  and  management  cost  per  dollar  of  processing  income, 
in  32  Illinois  cooperative  locker  plants,  1943-44,  1944-45,  and  1945-46* 


PLANTb 

1943-44 

19  44-45 

1945-46 

15— A  

$0  •  58 

$0 .  78 

$0.66 

5-  A  '  

.  64 

.  9  0 

.  98 

6-A. . . . 

.  69 

.92 

.77 

2-D. . . 

72 

.  R  1 
.ox 

11-A. . . 

.73 

.  flfl 

ft  R 

1-D. . . . 

7r4 
•  f  0 

fiR 

5-B. . . 

.  74 

R8 

12-A  

.77 

.71 

•  /  X 

71 

•  /  X 

1  8-A  

.  79 

.82 

.  fi8 

23 -A  

.  8  1 

.  88 

.  QP 

2-C  

.  84 

.  83 

.  81 

2-A  

•  85 

.  84 

.84 

23-C  

*  88 

.  84 

1  .  OB 

6-B  ►  

.90 

1 . 25 

1  .  35 

2-E   

.  90 

1 .03 

.  87 

2-B  

.  95 

1 .  02 

.98 

23-B  

.96 

.  82 

.  R  8 

1  -c  

1  .  08 

9-A  

1.01 

1.17 

X  •  X  r 

.  94 

17-B                              .  t  

1.0? 

.  90 

•  17  V 

•x  —  A   .  .  .  . 

x  »  w  o 

1  HQ 

live 

1        1  fl 

x  .  10 

1-A.  .  . 

1.04. 

1.1? 
X  .  X  f-j 

1  .  OR 

X  •  V  w 

1  7_  A                                                    .  ..... 

1  OR 

1  .  P3 
X  *  <&o 

1  PU 

X  .  0  X 

^— R  

1  OR 

1  ?? 

A  — A  

1  Ofi 

1  PR 

1  .  1  Pt 
X  .  X  0 

p  —  IT  

1.10 

1  .  ?0 

.  99 

1.13 

1.16 

1 . 01 

1. 19 

1.26 

1  .  17 

1 .22 

1 .35 

1.26 

1 .27 

1.49 

1.10 

1.29 

1 . 14 

.75 

1.48 

1.24 

1.12 

$0.92 

$0.99 

$0.92 

^Includes  only  those  plants  having  complete  processing  Income  and  labor  cost  data  for  the3years. 
Numerals  refer  to  an  association  and  Its  plants,  lettered  subdivisions  refer  to  Individual  plants. 

Source:    Field  survey. 


33 


In  group  II  where  rates  were  $2  per  100  pounds  for  cutting,  wrapping, 
freezing,  and  grinding  the  average  cost  of  labor  and  management  was 
89  cents  per  dollar  of  processing  income.     In  only  2  months  did  the  cost 
exceed  $1.    This  is  in  contrast  with  the  average  of  group  I  where  labor 
and  management  cost  exceeded  processing  income  in  4  out  of  12  months  and 
averaged  9  cents  more  per  dollar  of  processing  income  than  the  plants  in 
group  II  even  though  their  rate  for  cut,  wrap,  freeze,  and  grind  was 
25  percent  greater. 

In  group  III  where  cut,  wrap,  freeze,  and  grind  rates  were  $1.50  per  100 
pounds  the  average  cost  of  labor  and  management  was  $1.01  per  dollar  of 
processing  income.     In  6  of  12  months  labor  costs  exceeded  processing 
income.    The  low  processing  rate  together  with  low  volume  in  some  plants 
contributed  to  this  high  cost. 

In  general  the  plants  offering  slaughter  service  have  higher  labor  costs 
than  those  plants  not  offering  this  service  but  having  curing,  smoking, 
and  rendering  facilities.     It  should  be  pointed  out,  however,  that  only 
4  plants  out  of  a  total  of  12  provided  slaughter  service  at  the  plant. 
A  fair  appraisal  of  labor  and  management  efficiency  in  locker  plants  fur- 
nishing slaughtering  service,  however,  will  have  to  wait  until  such  time 
as  complete  slaughter  facilities  are  put  into  operation  and  reliable 
operating  data  are  available. 

Several  general  observations  and  conclusions  can  be  drawn  from  this  anal- 
ysis Qf  labor  and  management  efficiency: 

1.    Most  plants  suffer  from  severe  decline  in  processing  volume 
during  August,  September,  and  October. 

2*     Greater  emphasis  needs  to  be  placed  on  the  processing  of 
poultry  during  the  slack  summer  and  fall  months. 

3.    Curing,  smoking,  and  lard  fender ing  services  appear  to  be 
efficient  operations  which  can  increase  savings. 

4*    Those  plants  furnishing  slaughter  service  generally  had  higher 
labor  and  management  costs  per  dollar  of  processing  income  than 
those  plants  furnishing  only  curing,  smoking,  and  rendering  service. 
Because  of  the  fact  that  only  one- third  of  the  plants  offering 
slaughtering  service  provided  facilities  at  the  plant,  it  should 
not  be  assumed  that  slaughtering  is  unprofitable.     In  those  plants 
providing  slaughtering  facilities,  labor  costs  at  the  plant  were 
substantially  lower  than  for  those  slaughtering  on  the  farm, 

5*    Labor  payments  appear  too  inelastic.     In  other  words,  the 
monthly  labor  bill  changes  little  compared  to  the  wide  fluctuation 
in  monthly  processing  income.     Greater  use  of  part-time  help  may 
solve  this  problem. 

POWER  CONSUMPTION 

Power  and  light  costs  are  on  the  average  the  third  largest  expense  item  in 
locker-plant  operation.    These  costs  ranged  from  $1.18  per  locker  rented 
in  association  19  to  $3.78  per  locker  rented  in  association  27.     (See  table 
5.)     Owing  to  wide  variation  in  power  consumption  between  plants,  a  special 
monthly  analysis  was  made  of  kilowatt-hour  consumption  per  locker  of  capac- 
ity in  37  plants  having  complete  monthly  power  data  (table  14  and  fig.  8) . 
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Table  15.  -  Number  of  plants  operating,  total  locker  capacity  of  plants, 
average  locker  rental  rates,  and  processing  charges  per  pound  in  32 
Illinois  cooperative  locker  associations,  1945-46. 


ASSOC  1  AT  1  ON 

PLANTS 
OPERATED 

TOTAL 
LOCKER 
CAPACITY 

AVERAGE 
LOCKER 
RENTAL 
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The  term  "locker  of  capacity"  means  the  number  of  lockers  that  can  be 
installed  in  existing  zero-temperature  rooms  whether  or  not  the  lockers 
are  actually  installed.     On  the  average  each  locker  required  13.6  cubic 
feet  of  zero  space. 

These  data  indicate  that  power  consumption  ranged  from  41  to  107  kilowatt- 
hours  per  locker  of  capacity  per  year  and  averaged  nearly  67  kilowatt- 
hours  per  locker  per  year.     This  represents  an  increase  of  approximately 
8  kilowatt-hours  per  locker  over  last  year. 

The  10  plants  with  the  lowest  power  consumption  ranged  from  41  to  55  kil- 
owatt-hours per  locker  per  year.     Nine  of  the  10  plants  processed  for 
their  lockers  only;   l  plant  processed  for  additional  lockers  in  a  branch 
plant.     Three  plants  had  facilities  for  curing. 

The  10  plants  with  the  highest  power  consumption  ranged  from  79  to  107 
kilowatt-hours  per  locker  per  year.     Nine  plants  processed  for  their  locke 
only.     One  plant  processed  a  large  volume  for  other  than  locker  patrons. 
Five  plants  had  curing  facilities,  of  which  1  plant  cured  for  3  other 
plants  in  the  association. 

Little  information  is  available  on  the  type  of  refrigeration  equipment 
used.     It  was  found,  however,  that  all  10  plants  with  low  power  consump- 
tion used  ammonia  equipment  while  among  the  10  high  power-consuming  plants 
2  of  the  3  highest  consumers   (plants  13-A  and  31-A)  used  Freon  equipment. 

It  is  believed  that  the  major  cause  of  high  power  consumption  in  most 
plants  is  due  to  faulty  installation  or  deterioration  of  insulation,  un- 
balanced or  poorly  installed  refrigeration  equipment,  or  unsatisfactory 
water  conditions. 

The  great  difference  in  power  consumption  among  the  plants  indicates  that 
some  plants  are  very  inefficient  in  the  use  of  power.     The  boards  of  di- 
rectors and  plant  managers  of  these  plants  should  have  the  equipment  and 
insulation  checked  for  defects  and  the  necessary  overhauling  and  repairing 
done  in  order  to  reduce  these  high  power  costs. 


